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INSTRUCTIONS TO CANDIDATES 
 
1. This paper consists of 11 pages (including Appendix A & B).  
2. You are reminded that answers may NOT be written in pencil.  NO tippex may be used. 
3. The marks shown against the requirement(s) for every question should be regarded as 
an indication of the expected length and depth of your answer. 
4. Answer the questions by the use of: 
 - effective structure and presentation; 
 - clear explanations; 
 - logical arguments; and 
 - clear and concise language. 
5. Show all calculations clearly. 
6. Round all amounts to the nearest Rand. 
7. All open spaces must be crossed out with a pen.  Failure to cross out the open spaces 
will disqualify you from handing in your script for a remark. 
 
 
Question Marks  Time allocated (minutes) 
 1 12 14 
 2 10 12 
 3 10 12 
 4 31 38 
 5 20 24 
 6 17 20 
 7 17 20 
 8 8 10 
   
Total    125 150 
QUESTION 1 12 MARKS 
Mr Willem Malherbe is a South African resident. He is 55 years old. His wife passed 
away two years ago. All his children are no longer staying in South Africa. He now 
feels lonely and has decided to sell some of his assets and distribute them to his 
grandchildren.  
1. He sold his home in Parktown where he has been staying for the past 13 years. 
He purchased this house in 2003 at a cost of R750 000. The house has become 
too big and empty as he now stays alone. He sold this house for R3 200 000 in 
order to buy a smaller house.  
2. He sold his 12 meter yacht. He purchased it in 2007 at a cost of R3 million. He sold 
it for R1 800 000.  
3. He sold some house furniture, including paintings for R320 000 which he acquired 
at a cost of R450 000. 
4. He had sold shares he had in resident companies. The shares costed him 
R400 000 and were sold for R830 000. Andrew Lewis is not a share dealer.  
5. In 2015 year of assessment he had an assessed capital loss of R70 000. 
REQUIRED: 
 
Calculate the taxable capital gain to be included in the taxable income of Willem 
Malherbe for his 2016 year of assessment. Provide reasons for amounts not included 
in the taxable capital gain.  
 
 
QUESTION 2 10 MARKS 
Glo-Elec (Pty) Ltd, a South African unlisted resident company, declared a total cash 
dividend of R800,000 to its shareholders on 30 November 2016.  
 
Shareholder 
  
Shareholding % 
 
APT Limited – listed on JSE 
  
40% 
Mduduzi Ngema – A South African resident 
taxpayer 
 50% 
Glo-Elec Pension Fund  10% 
   
REQUIRED: 
 
1. Calculate the amount of the dividend that will be payable to each shareholder 
by Mayibuye (Pty) Ltd in 2016.  (9 marks) 
2. When (full date) was dividends tax introduced in South Africa?   (1 mark) 
 
 
  
QUESTION 3 10 MARKS 
Speers Steak Ranch is a famous fast food outlet in Johannesburg that sells flame 
grilled beef burgers that are very popular amongst Joburgers. The Speers Steak 
Ranch year end is 31 December 2015. A few months ago Speers Steak Ranch 
introduced a breakfast meal called the Speers Riser which is widely known as the 
Riser Breakfast. John Grisham decided to try this Riser Special one cold morning on 
his way to the local Golf Club. He used the Drive-Thru on Beyers Naude drive and 
purchased the Riser Special. While he was leaving the Drive-Thru, the coffee spilled 
on his lap which caused him to suffer 1st degree burns. Due to the spillage he lost 
control of his car and hit the wall of the Speers Steak Ranch building causing damages 
that took a week to repair. John decided to sue Speers Steak Ranch for R5 000 000 
for selling coffee that was too hot. Speers Steak Ranch incurred the following 
expenses as a result of this event: 
 Legal costs of R45 000 in relation to the above lawsuit. The accountant for 
Speers Steak Ranch also created a provision of R3 000 000 (as the matter was 
still in dispute) as he estimated this was the amount they would have to pay 
John. On 15 February 2016, John agreed to an out of court settlement of 
R2 500 000. 
 Expenditure of R500 000 was incurred to repair the building using new state of 
the art materials that was different from the original material. The new materials 
did not add to the income earning capacity.  
 
REQUIRED: 
 
Discuss with reference to case law if the legal fees, provision and repairs will be 
deductible under the general deduction formula for Speers Steak Ranches’ 2015 year 
of assessment. 
 
TIP: Discuss the legal costs, provision and repairs separately. 
 
 
QUESTION 4 (31 MARKS) 
After working for a boss for 10 years, Ronel Visser (30 years old) started her own 
business as beautician.  During the year that ended on 29 February 2016, she received 
and incurred the following: 
 
1. Ronel resigned from Verve (Pty) Ltd with effect from 1 August 2015.  Her salary 
per month amounted to R15 000.  Her employer paid out R45 000 in respect of 
accumulated leave. 
  
2. During September 2015 Ronel decided to purchase a townhouse closer to her 
salon. She paid a deposit of R20 000 to the developer of the complex. 
Unfortunately the bank could not grant her a loan as she had no fixed income 
at the time and the developer had to pay back the deposit plus interest of R600 
back to her. 
3. Ronel’s grandmother, who was also a beautician, died during September 2015. 
Ronel inherited R200 000 in cash, as well as beauty products to the value of 
R50 000. 
 
4. Ronel received the following amounts from her own practice as beautician: 
 August 2015 R12 000 
 September 2015 R28 000 
 October 2015 R36 000 
 November 2015 R36 000 
 December 2015 R30 000 
 January 2016 R35 000 
 February 2016 R34 400 
 
5. During the 2016 year of assessment Ronel bought trading stock to the value of 
R70 000. On 29 February 2016 Ronel did a stocktake and calculated a closing 
stock balance of R95 000 (including the stock she inherited from her 
grandmother)   
6. Ronel incurred the following legal expenses: 
 
 R15 000 in respect of a purchase contract to buy the house from which 
she is operating her business.  The cost price of the house amounted to 
R800 000. 
 R3 500 in respect of a contract to rent out two of the rooms in the house 
to a hairdresser and a nail technician respectively. 
 
7. She invested in the following assets to be used in her trade (all purchased on 
1 August 2015): 
 Steam machine  R6 800 
 Adjustable bed  R7 500 
 Fax & Copier machine  R8 400 
 Computer  R12 050 
 
The Commissioner allows tools used by a beautician to be written off over 5 
years. 
 
8. Ronel does not play Lotto regularly, but during December 2015 she played and 
won R350 000. 
 
9. On 1 August 2015 Ronel sold her old Toyota Corolla to a dealership for 
R40 000. She used this amount together with her Lotto winnings to purchase a 
new Toyota Rav for R386 000 on the same day. Her old Corolla was mainly 
used to travel to her previous job whilst she was still employed. Her reason for 
buying the Rav was because she intended using the new vehicle for business 
purposes. A large part of her business will be to travel to clients on home visits. 
The Rav is ‘n bit bigger and she can easily fit all her beauty equipment in the 
car. 
10. During December 2015 Ronel received R3 000 from her parents for her 
birthday. 
 
11. The following payments were made: 
 
 Municipal rates and taxes for August 2015 – 
January 2016 
R12 000 
 Cell phone account (80% of calls for business 
purposes) 
R8 750 
 Insurance (paid in respect of 1 October 2015 – 
30 September 2016) 
R24 000 
 Bank charges R1 340 
 
12. One of Ronel’s clients immigrated without settling her account with Ronel, and 
can’t be found.  The outstanding amount was R1 500.  Another client are 
disputing an amount of R1 000.  The amount was still outstanding at year end, 
and Ronel “has a feeling” that it will not be paid. 
 
REQUIRED: 
 
IGNORE VAT FOR PART (a) OF THE QUESTION 
 
a) Calculate Ronel Visser’s tax payable for the year of assessment that ended on 
29 February 2016. Where an amount should not be included in the calculation, 
state the reason. (Refer to Appendix A) (31) 
 
 
QUESTION 5 (20 MARKS) 
 
Sunrise Sweets (Pty) Ltd carries on a retail business in the West Rand, Johannesburg, 
with a 30 November year end.  Sunrise Sweets (Pty) Ltd is a registered vendor for 
VAT purposes, and has a two-month tax period.  The following amounts (including 
VAT where applicable) relate to the VAT period that ended on 30 November 2016: 
 
INCOME R 
Cash sales – local 86 640 
Credit sales – local 129 960 
Cash sales – exports to Botswana 35 500 
Payment received in advance from a customer for goods 
delivered and invoiced on 6 December 2016 
 
14 260 
Cash received from creditor in respect of credit sales during 
June 2016 
 
20 000 
Interest received on debtors’ accounts 355 
Interest received on bank account 1 275 
  
  
EXPENDITURE 
Salaries and wages 41 500 
Bank charges 485 
Water and electricity 1 210 
Telephone 795 
Purchases – trading stock (all from VAT vendors) 109 300 
Entertainment of customers 2 650 
Purchase of a new delivery vehicle (NOT a double cab) on 
instalment sale (31 October 2016): 
- Cash cost 
- VAT thereon 
- Finance charges paid in November 2016 
 
 
55 000 
7 700 
750 
Purchase of a new motor car on 1 November 2016 to be 
used as a “pool car” by all the employees 
- Cash cost 
- VAT thereon 
 
 
155 000 
21 700 
Petrol for the new motor car purchased in November 2016 978 
Maintenance in respect of the new motor car incurred in 
November 2016 
 
230 
Rent paid in respect of premises 28 000 
Candy floss machine purchased from a non-vendor 3 000 
 
YOU ARE REQUIRED TO: 
 
(a) Calculate the VAT payable by or refundable to Sunrise Sweets (Pty) Ltd for the 
VAT period ended 30 November 2016.  Where an amount does not have a VAT 
consequence, provide the reason. (20) 
 
 
QUESTION 6 17 MARKS 
 
Mr. Jones is 45 years old and is a provisional tax payer due to the fact that he has 
additional income of rental income on a number of property investments over and 
above his salary. 
 
Mr. Jones received his 2013 assessment on 15 May 2014.  The taxable income for 
this assessment amounted to R350 000.  Mr. Jones did not dispose of any capital 
assets during the 2013 year of assessment. 
 
Mr Jones received his 2014 assessment on 19 August 2015.  The taxable income for 
this assessment amounted to R450 000.  This included a capital gains tax amount of    
R30 000 relating to a property he sold during that year. 
 
Mr Jones is currently in a dispute with SARS regarding his taxable income for the 2015 
year of assessment. He has not received his 2015 assessment yet. 
 
During his 2016 year of assessment, Mr. Jones’ employer deducted an amount of    
R7 000 per month as employees taxes and paid this over to SARS. 
 
Mr. Jones’ serious calculation of his taxable income for the 2016 year of assessment 
amounts to R415 000.   
 
REQUIRED: 
 
Calculate the first and second provisional tax payments for Mr. Jones for the 2016 
year of assessment as well as when the payments are due. 
 
 
QUESTION 7 17 MARKS 
 
Bright Stars (Pty) Ltd is a company which manufactures educational toys for children.  
The company’s year end is 31 March.  For the 2016 financial year the company made 
a net income before tax of R700 000. 
 
The following additional information has been established through discussions with 
the financial director and through inspection of the financial statements: 
 
1. Dividend income of R50 000 per the Statement of Comprehensive Income.   
 
2. Bright Stars (Pty) Ltd earned interest on investments of R80 000. 
 
3. The company’s doubtful debts at 31 March 2016 amounted to R150 000 which 
included R20 000 personal loans to employees made during April 2015.  The 
doubtful debts at 31 March 2015 amounted to R100 000.  Lists of all doubtful debts 
were made available to SARS. 
 
4. During the 2016 financial year Bright Stars (Pty) Ltd wrote off the following bad 
debts: 
i. R75 000 trade debtors. 
ii. R22 000 loans made to employees relating to the sale of Bright Stars (Pty) 
Ltd merchandise to these employees, which included R2 000 of interest on 
the loans. 
iii. R3 000 personal loans made to employees. 
 
5. Bright Stars (Pty) Ltd made a cash donation to a community football coaching 
initiative of R20 000, for which a Section 18A certificate was obtained. 
 
6. The following information was obtained from the property, plant and equipment 
note: 
Delivery vehicles held throughout the year, with a cost of R250 000 on 2 April 2014, 
were depreciated at 10% per annum on the straight line basis.  SARS allows wear 
and tear over 4 years.  
 7. Repairs and maintenance of R14 500 was incurred during the year.  The 
accountant capitalised this amount to the assets. 
 
8. Bright Stars (Pty) Ltd incurred the following advertising expenses in the current 
financial year: 
i. Newspaper adverts for upcoming sales events  R10 000 
ii. A permanent billboard advertising their product    R28 000 
iii. Provision for 2017 advertising campaign    R100 000 
 
9. Bright Stars (Pty) Ltd paid one of their previous employees an amount of R300 000 
to ensure that she does not work for one of their competitors for the next 2 years.  
The accountant wrote the amount off in full in the Statement of Comprehensive 
Income. 
REQUIRED: 
 
Calculate the taxable income of Bright Stars (Pty) Ltd (starting your calculation with 
Net Income before Tax of R700 000). If an amount should not be included or 
deducted in your calculation of taxable income provide a reason. Ignore VAT for the 
purpose of this question. 
 
If not specified in the question, it can be assumed the amount in the question was 
taken into account in the statement of comprehensive income for the calculation of 
Net income before Tax. 
Note: show all calculations clearly.  
 
 
QUESTION 8 8 MARKS 
 
Court cases 
1. Cohen v CIR  
2. Sub-Nigel Ltd v CIR  
3. Mooi v CIR  
4. Port Elizabeth Electric Tramway Co Ltd v CIR  
5. CIR v George Forest Timber Co Ltd  
6. Nasional Pers Bpk v CIR 
7. Geldenhuys v CIR  
8. CIR v Butcher Bros (Pty) Ltd  
 
Principles 
A. “Accrual” means unconditionally entitled to. 
B.  An amount is received by a taxpayer only if it is received by him on his own 
behalf for his own benefit. 
C.  His country would be the country to which he would naturally and as a matter 
of course return from his wanderings. 
D.  The word “amount” refers to amount with a determinable value. 
E. Payments are only actually incurred when all future conditions are met. 
F.  The damages paid were an inevitable consequence of the income-producing 
activities, thus incurred in the production of income. 
G.  The sale of fixed capital gives rise to capital proceeds, while floating capital 
gives rise to revenue.  
H.  Expenditure incurred in a previous tax year cannot be deducted in the current 
 year.  
 
REQUIRED: 
 
Match the court case in 1-8 with the letter of the correct principle. 
(e.g. 1 – F) 
